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From arid lands in northwestern New 
Mexico, a modern power shovel extracts 
steam coal from the seam in which it 

has rested for centuries. Now the 
hardened steel bucket in releasing its 
load has initiated a process that will 
convert an age-old resource into 
electrical power... ultimately for 
delivery to energy users throughout 

the southwestern United States. 
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Financial Highlights 


Years ended October 31 1974 Increase 19731 Increase 19721 
Gross revenues from operations................+55 $501,227,000 50.8% $332,359,000 46.7% $226,534,000 
ING HINO Ota asiss ysiatis oe. Sraie 2 sey ols cy lole@ alorbie = Sialerbroie $ 96,941,000 74.9% $ 55,436,000 25.9% $ 44,026,000 
STOCKHOIBSTBVOQUIRY cisco s:c,s!a (a rece oiaie ie o-aye: vcs apalereaiesa $448,256,000 18.1% $379,616,000 13.8% $333,510,000 
Depreciation, depletion and amortization........... $ 37,876,000 4.9% $ 36,097,000 24.5% $ 28,998,000 
Per share of common stock: 

arn GSeterm st racis vie wnir wuss me etaics Vicyetae'aie's ose $ 3.08 74.0% $ 1.77 25.5% $ 1.41 

Cash dividends? . . $ 71 56.0% $ 455 3.4% $ 44 

STOCKHOIGOrSOQUITY2 iis. cisie s.areie ccaroie 2 2:0 6 tpeeareceie'e $ 14.22 18.2% $ 12.03 13.6% $ 10.59 
Mineral sales backlog ..........2.0ccceeeseeeeeee $ 4.85 billion 46.1% $ 3.32 billion 5.7% $ 3.14 billion 
Common shares outstanding?.................204. 31,533,000 31,231,000 31,106,000 
Number of stockholders?.............cecceeeeeees 31,300 6,600 6,300 


1 Appropriately restated to reflect the mergers consummated during 1974 and accounted for on a pooling of interests basis. 


2 Adjusted for the two-for-one stock split effected in the form of a stock dividend in 1973. 


3 Represents Utah International Inc. stockholders at respective year ends. Not adjusted for years prior to 1974 for stockholders of companies acquired by 


merger in 1974. 


Alexander M. Wilson 


Edmund W. Littlefield 


To Our Shareholders 


For Utah International the 1974 fiscal 
year was most rewarding, both in terms 
of the profit performance and from the 
standpoint of our efforts to enhance 
progressively the longer term outlook 
for the company. 


Earnings Increase 
Net income in 1974 rose sharply to 
$96,941,000, or $3.08 per share, as com- 
pared with $55,436,000 or $1.77 per 
share recorded in fiscal 1973 restated 
to reflect three mergers consummated 
during 1974. The improvement in net 
income, totaling $41.5 million, is the 
largest increase ever recorded. Utah's 
profits have increased in each of the 
last 11 years, and the 75% gain in the 
current year is the greatest percentage 
improvement recorded during that time. 
During 1974 net income was reduced 
by approximately $12 million in order to 
raise the level of our reserves. Con- 
tinued uncertainties as to the future 
profitability of a real estate investment 
and the desire to restate effectively the 
value of certain assets acquired in a 
merger during the current year were the 
primary reasons behind this action. 


Dividend Raised 

Cash dividends paid in 1974 amounted 
to 71 cents per share, an increase of 
56% over the 45% cents paid in the 
prior year. With the elimination of vol- 
untary controls on dividends, once 
again it has become possible for Utah 
to consider a dividend payout program 
which reflects the earnings gains of 
recent years. The 1974 dividend estab- 
lishes the 24th consecutive year in 
which dividends have been increased 


and the 44th consecutive year of divi- 
dend payments. 


Oil and Gas Program 

1974 marked Utah's entry into the oil 
and natural gas business. Ladd Petro- 
leum Corporation was acquired early in 
the year, followed by a relatively small 
acquisition. Then on October 31, 1974 

a transaction was completed to merge 
LVO Corporation, a New York Stock 
Exchange-listed company with principal 
offices in Tulsa, into Utah. At the time 

of the merger, LVO's assets were pri- 
marily oil and gas interests in the United 
States. We are pleased to have the staff 
and shareholders of these companies 
joining us at Utah to share with us our 
challenges and opportunities. 

These mergers have been accounted 
for on a pooling of interests basis, and 
Utah's results for 1974 reflect a full 
year of these oil and gas operations with 
a restatement of prior years’ results as 
well. All oil and gas activities are 
directed from the Denver headquarters 
of Ladd Petroleum, as they continue to 
expand within their field of interest 
through a program of exploration, de- 
velopment and acquisition. 


Coking Coal Leads Profit Gains 
Unusually wet weather conditions in 
Australia during the early months of the 
year disrupted the operations at the 
three coking coal mines in Queensland, 
causing shipments in the first two quar- 
ters to fall below expectations. Pro- 
duction and shipments in subsequent 
quarters were much improved, resulting 
in a modest overall gain in deliveries for 
the year. The Peak Downs mine, the 
newest of the operating coking coal 
mines, reached full production levels 
late in the year and was responsible for 
the improvement in delivery amounts. 


Of greater significance in terms of 
profit impact were increases in the base 
prices for Australian coking coal in 
recognition of sharply higher prices 
in world markets. These price adjust- 
ments were in addition to those normally 
realized from the operation of cost 
escalation provisions and are applicable 
to all existing long-term arrangements 
with both Japanese and European 
buyers. Although some of the increases 
will not be effective until 1975, most 
became operative in the second half 
of 1974, resulting in significant profit 
gains which are expected to continue 
for the life of the contracts. 

Development of the Saraji mine, the 
fourth Queensland coking coal opera- 
tion, continues on schedule, with de- 
liveries to commence early in fiscal 
1975. Coal price increases obtained in 
1974 will be effective for Saraji produc- 
tion as well. 

Recognizing generally higher prices 
for many raw materials, the Queensland 
government has initiated action to 
modify previously established mineral 
royalties. The eventual outcome of the 
government's action remains to be 
determined, but the economic impact 
on Utah’s Queensland operations prob- 
ably will not be excessive. 


Copper Earnings Higher 
Particularly strong international and 
domestic copper prices continued 
through the first half of the year, allow- 
ing both the Island Copper project in 
British Columbia and the 25% -owned 
Cyprus Pima Mine in Arizona to record 
improved earnings for the year. Never- 
theless, by the final quarter of 1974 the 
earnings contribution from copper had 
declined considerably, primarily from 
the general decline in prices, but also 
from a seven-week strike initiated by the 
office and technical workers at Island 
Copper and a strike at the smelters which 
process Cyprus Pima concentrates. 
During this year of high metals 
prices, the British Columbia government 
adopted a new mineral royalty program, 
part of which is related to payment of a 
percentage royalty based on sales 
revenues. While the rate of that royalty 


is not unreasonable when compared 
with other operating locations, a second 
portion of the new program requires 
payment of what amounts to an excess- 
profits tax. Although this royalty has no 
effect at currently lower copper prices, 
it served to dampen Island Copper 
profitability earlier in the year. 


Other Profit Centers 
The profitability of iron ore from Mt. 
Goldsworthy in Western Australia and 
from the Peruvian operations of 46%- 
owned Marcona Corporation declined 
through most of the year, primarily due 
to the fact that existing iron ore sales 
contracts do not contain escalation pro- 
visions to protect these operations from 
the effects of rapidly rising costs. 
Most customers recognized the prob- 
lems and contract changes benefitting 
both of these operations have been 
negotiated, resulting in higher prices be- 
ginning September 1, 1974. These in- 
creases did not become effective in 
time to prevent lower earnings from these 
projects for the year, but they certainly 
improve the outlook for 1975 and beyond. 
Marcona’s shipping profits were 
improved considerably over the two 
prior years. Oil charters provided very 
attractive opportunities for Marcona 
vessels early in 1974, prior to the curtail- 
ment of this activity as a result of the 
Arab oil embargo. Later, longer term oil 
hauls and a variety of dry bulk cargo 
movements provided continued profits, 
although at a somewhat lower level. 
Uranium shipments were considerably 
higher in 1974, boosted by shipments 
from product inventories accumulated 
at the end of last year. Yet total profits, 
although improved, were disappointing. 
A high level of fixed charges to amortize 
the newer Shirley Basin investment 
and generally rising operating costs are 
currently a problem and will continue to 
be for the duration of present sales com- 
mitments. However, beginning in 1976, 
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when the bulk of our production is no 
longer committed to lower-priced sales 
arrangements, we are hopeful that 
significantly higher prices and improved 
results can be obtained. 

Other areas of Utah’s business were 
not significantly changed in terms of 
profitability. 


Mineral Sales Backlog Increases 
Utah’s mineral sales backlog is a 
statement of the value of mineral prod- 
ucts to be delivered in future years 
under existing contracts. At the end of 
1974 the amount of this backlog stood 
at $4.85 billion, an increase of $1.53 
billion during the year. Increases in con- 
tract prices for coking coal provided 
most of this gain. The backlog now 
stands at a level 15 times that of ten 
years ago, and this year’s increase is 
greater than the entire backlog at the 
end of 1968. 

We are including contracted future 
steam coal sales from the proposed 
mine at Craig, Colorado in the backlog 
for the first time this year, as it appears 
that this mine can be developed on 
schedule and in compliance with 
reasonable environmental requirements 
for surface mining operations. 

An agreement to sell coal from our 
Navajo mine in New Mexico to a group 
of utilities planning to convert the coal 
into substitute natural gas is not 
included in the backlog pending receipt 
of necessary project approvals from 
several governmental groups. 


Outlook 

In viewing the near-term outlook for 
Utah International, one cannot ignore 
the economic problems or the political 
attitudes which currently trouble many 
countries of the free world. Neverthe- 
less, with the continuing requirements 
for the basic raw materials which Utah 
supplies, and particularly for coking 
coal and those resources related to 


the production of energy, we view Utah’s 
future with considerable optimism. 
Barring a worldwide economic downturn 
of major proportions, we expect Utah’s 
performance in 1975 to be one of con- 
tinued improvement, led by higher 

price realizations for coking coal and 
iron ore and by production from the 

new Saraji mine. 

Finally, it is with thanks that we 
recognize the efforts of the very talented 
employees throughout the world that 
have contributed to Utah's successes. 
They are capable of rising to the many 
challenges the future holds and are 
worthy of your continued support. 


Respectfully submitted, 


Gail 


Chairman of the Board 


President 


Rail-mounted stacker/reclaimer units at the 
newly expanded product handling facilities at 
Utah’s Hay Point port in Queensland, Australia 
blend and reclaim coking coal. This product 

is then delivered via conveyor for loading aboard 
ships bound for Japanese and European markets 
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1974 Operations ; 


Coking Coal 


Favorably affected by an unprecedented 
worldwide demand for coking coal 
were deliveries from Utah’s three pro- 
ducing coking coal mines in Queens- 
land, Australia. Extra-contractual coking 
coal price increases of approximately 
50% were realized during mid-1974 from 
both Japanese and European cus- 
tomers. The price adjustments were in 
addition to price increases resulting 
from cost escalation provisions con- 
tained in essentially all of Utah's long- 
term coking coal contracts. The higher 
prices combined with increased overall 
production and shipments from the 
operating mines contributed substan- 
tially to Utah’s increased consolidated 
earnings when compared to those of 
1973 and to the results of prior years. 

Utah’s interests in Australia are 
represented by a 90% ownership in 
Utah Development Company, a corpor- 
ation operating solely within Australia. 
The remaining ownership is held by 
Utah Mining Australia Limited, a com- 
pany owned by some 9,000 Australian 
investors. 

Shipments from the new mine 
at Saraji commenced early in fiscal 
1975. When full production levels are 
attained there, the total production 
capacity of Utah’s Queensland opera- 
tions will be increased by 4.5 million 
tons to a new level of approximately 
17.5 million tons annually. If necessary 
approvals of the Australian govern- 
ment can be obtained, Utah could 
proceed with the development of a fifth 
coking coal mine at Norwich Park, 
situated some 30 miles from Saraji. 
Clarification of government policy with 
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respect to foreign investment in 
Australia is presently being sought. 

The Blackwater mine commenced 
shipments in 1968. Originally designed 
to supply 1.5 million tons of coal 
annually to satisfy contract commit- 
ments with the Japanese steel industry, 
capacity has been increased to approxi- 
mately 4 million tons annually as addi- 
tional sales arrangements have justified 
expansion. Shipments during 1974 
from Blackwater totaled 3.4 million tons 
compared to 3.3 million tons in 1973. 

The Goonyella, Peak Downs and 
Saraji mines, all located 100 to 150 miles 
north of the Blackwater mine, are 85%- 
owned by Utah Development with the 
remaining interest held by a major 
Japanese trading company. Utah 
Development manages the operations. 

The Goonyella mine, which com- 
menced shipments in October 1971, has 
commitments with Japanese steel cus- 
tomers for 4 million tons annually. Ship- 
ments during 1974 of 3.7 million tons 
were substantially less than the 5 million 
tons delivered in 1973. Continuing labor 
problems, the effects of a cyclonic storm 
early in the year and unusual stripping 
and mining difficulties encountered as 
a result of spoil pile failures which 
caused excessive overburden re- 
handling all contributed to the decline 
in shipments. 

The Peak Downs mine commenced 
shipments during July 1972 and has a 
capacity of 5 million tons per year. De- 
liveries during 1974 benefitted froma 
relaxed ash specification agreed to by 
the buyers which had the effect of 
increasing washplant output by nearly 
10%, resulting in a higher shipping rate 
than otherwise could have been 
achieved. Additionally, significant 
operating improvements were effected 
and as a result deliveries for 1974 
totaled 4.8 million tons compared to 
3.1 million tons in 1973, the first full 
year of Peak Downs operations. 

Satisfactory progress has been made 
in the development of the new Saraji 
mine. The first dragline began stripping 
operations during July, the coal prepa- 
ration plant was commissioned in 
October and completion of the railway 
allowed shipments to Hay Point to begin 
in December. Expansion of on-land 
handling and stockpiling facilities at Hay 


At the new Saraji mine, coking coal is transported 
by a fleet of 120-ton haul trucks to preparation 
facilities located nearby. There it is upgraded 
prior to delivery by rail to Hay Point port 


<we 


— 


Coking Coal continued 


Point is substantially complete, although 
the addition of a second berth and ship- 
loader has been beset with unusual 

and costly delays. These postpone- 
ments, however, are not expected to 
restrict Saraji coal shipments. 

Utah’s share of the cost of the 
Saraji mine and supporting facilities was 
initially expected to be approximately 
$120 million. However, net unfavorable 
currency revaluations and construction 
difficulties, principally on the addition 
of the second berth and shiploader, have 
added approximately $77 million to 
Utah's share of the expected cost. 

The Saraji service facilities, where 
practical, were also designed to accom- 
modate the Norwich Park reserves 
following a plan similar to that used at 
Goonyella and Peak Downs. Port, rail- 
way and new town facilities were all 
planned to satisfy requirements of two 
mines. 

Present contracts for Blackwater coal 
which require delivery of 3.5 million 
tons annually expire at the end of 1977. 
Coal sales agreements for Goonyella 
and Peak Downs coal with Japanese 
steel, gas and chemical companies 
were executed in 1969 and provide for 
deliveries of 4 million tons of coal per 
year through 1984 from the Goonyella 
reserves and 3 million tons of coal per 
year through 1984 from the Peak Downs 
mine. 

Additional long-term sales agree- 
ments with European and Japanese 
buyers were entered into during 1972 
for coking coal deliveries which were 
initiated in 1974. The European con- 
tracts call for delivery of 16 million tons 
over a six-year period and 13.5 million 
tons over the succeeding four years. The 
Japanese agreements provide for 
delivery of 2.6 million tons annually over 
the same ten-year period. Of the quan- 
tities required under the 1972 contracts, 
it is expected that Peak Downs will 
furnish 1.5 million tons annually. The 
remaining amount will be provided by 
the Saraji mine which is expected to 
reach its full operational capacity of 4.5 
million tons annually by 1976. 


Steam Coal 


Situated in northwestern New Mexico 
on the Navajo Indian reservation is 
Utah's Navajo mine. Its output supplies 
the entire fuel requirements for the Four 
Corners Power Plant. This plant, located 
adjacent to the mine and owned by a 
group of six utility companies, has a 
rated capacity of 2,085,000 kilowatts 
supplying electricity to substantial areas 
of the southwestern United States. 

It was originally constructed in 1963 
with two generating units having a 
capacity of 350,000 kilowatts. One addi- 
tional unit constructed in 1964 and two 
units added by mid-1970 have increased 
the capacity of the generating plant 

to its present level. 

Prior to the construction of the gen- 
erating units, Utah had established a 
coal deposit estimated to contain 1.1 
billion tons of sub-bituminous coal all 
recoverable by strip mining methods. 
The deposit is located in an area of 
31,000 acres held under lease from the 
Navajo Nation. Capacity of the mine in 
its present configuration is approxi- 
mately 8 million short tons annually. 

Coal is being supplied by Utah to the 
group of utilities under two fuel supply 
agreements for a period of 35 years 
(expiring in 2004) with buyers’ options to 
renew for an additional 15 years. Both 
fuel contracts contain escalation pro- 
visions which protect Utah against most 
cost increases. Fulfillment of the terms 
of the agreements will require delivery 
of up to 326 million tons of coal from the 
Navajo reserves. Shipments during 1974 
totaling 7.1 million short tons were 
essentially equivalent to those of 1973. 
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During February 1973, Utah signed 
a 25-year contract with two major 
utilities to supply the coal and water 
necessary to operate a coal gasification 
plant in the immediate vicinity of the 
Navajo mine. The agreements condi- 
tionally commit the remaining Navajo 
reserves as an energy supply for up to 
four substitute natural gas (SNG) plants, 
each of which is expected to produce 
250 million cubic feet of SNG per day 
from annual production of approxi- 
mately 9.6 million tons of Navajo coal. 

Commencement of the project is 
pending the approval of the Federal 
Power Commission, execution of a plant 
site lease between the utilities and the 
Navajo Nation as well as receipt of gov- 
ernment permits required for the con- 
struction and operation of the plant. An 

nvironmental impact statement is now 
in final stages of preparation. Current 
plans call for the first coal deliveries in 
early 1978, assuming the conditions can 
be met during 1975. 

The Navajo mine staff also operates 
a coal mine which provides fuel for the 
San Juan Power Plant just north of the 
Navajo mine for Western Coal Company 
under terms of a mining contract. 
Deliveries from this operation for 1974 
were 867,000 tons as compared to 
263,000 tons during approximately six 
months of operations in 1973. 

Development of Utah’s coal reserves 
located near Craig, Colorado is pro- 
gressing. Contracts entered into with a 
group of utilities during April 1973 call 
for deliveries of up to 78 million tons of 
coal at an average rate of 2.1 million 
tons annually commencing in 1977. 
Initial deliveries will be stockpiled and 
the first of two 350,000-kilowatt gen- 
erating units is scheduled for start-up in 
1978 with the second unit planned for 
commercial operation in 1979. Construc- 
tion of the mine office and shop facilities 
for the Craig operation will be com- 
pleted during 1975, and initial mine 
stripping is anticipated to begin late 
in 1976. 

Discussions are currently under way 
with a utility company for delivery of 
steam coal from our Kanab, Utah re- 
serves to two separate generating 
stations but no final agreement has been 
reached. 


Built in 1974 to transport steam coal from 
increasingly distant areas of the mining opera- 
tion, the new Navajo mine railroad hauls 1,000 
tons of coal on each nine-mile trip between the 
southern reaches of the mine and the centralized 
crushing and blending facilities adjacent to the 
Four Corners Power Plant. 


Uranium 


Prices for Utah's uranium concentrate, 
while improved over those received dur- 
ing 1973, have not kept pace with in- 
creased prices for other energy sources 
such as oil, gas and coal. This can in 
part be attributed to the long lead times 
under which uranium was sold in the 
past. Market prices for uranium have 
risen during the year, keeping pace with 
prices of other energy sources, but 
these higher prices will not be reflected 
immediately in Utah’s revenues because 
of the need to satisfy contracts entered 
into prior to the price increases of 
recent years. 

The unreasonably long lead time 
required to plan, license and construct 
nuclear power generating stations and 
the environmental difficulties en- 
countered by utilities in the use of 
uranium as an energy source continue 
to slow down the development of the 
industry. Many electric utilities in the 
United States have also been faced with 
a severe capital shortage during the 
year. As a result, a number of nuclear 
plants have been delayed, and some 
have been cancelled. However, as the 
financial outlook and technology im- 
prove, nuclear power should become 
more widely accepted as a safe, clean 
and low-cost source of energy for 
much of the world’s needs. 

Utah’s two uranium mines, located 
within 150 miles of each other in Wyom- 
ing, have a combined production 
capability of 4.3 million pounds of con- 
centrate per year. The Lucky Mc proj- 


To expose the underlying uranium-bearing ore, 
a fleet of twenty 44-cubic yard scrapers removes 
overburden at the Lucky Mc mine in areas where 
uranium concentrations are defined by 
instrument probing. 


During the milling operation, a-slurry of uranium 
precipitate is processed and refined to yield 
uranium oxide. 


ect in the Gas Hills has operated since 
1958 as an open-pit mine and mill. The 
Shirley Basin properties were mined as 
early as 1960, first underground and 
then using solution mining techniques. 
In 1970 the Shirley Basin operation was 
completely redesigned as a new open- 
pit mine and mill of about the same 
capacity as Lucky Mc. Shipments during 
1974, excluding 230,000 pounds pro- 
cessed by others from Utah’s ore, were 
5.2 million pounds of concentrate, which 
far exceeded the 1.8 million pounds 
shipped in 1973 when some deliveries 
were delayed to accommodate changing 
buyer requirements. Existing contract 
commitments require Utah to deliver 
virtually the entire output of the two 
facilities through early 1976. 

Although shipments were at record 
levels during 1974, combined mine and 
mill production was below normal 
capacity. Mine production at both oper- 
ations suffered during the year as the 
ore mined was of below average grade. 
Present uranium reserves are expected 
to be sufficient to allow production at 
present levels through 1980 at Lucky Mc 
whereas Shirley Basin reserves can 
support operations beyond that time. 
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Copper 
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Demand for copper, unusually strong 
through much of 1974, caused prices on 
the London Metal Exchange to reach 

a record level of $1.52 per pound during 
April 1974. United States copper prices, 
limited during the early part of 1974 
under Phase IV regulations, rose from 
68¢ to 87¢ a pound after governmental 
controls were lifted. As industrial 
activity in the world slackened during 
the year, copper prices steadily re- 
treated to lower levels. Benefitting from 
the high copper prices prevailing during 
much of 1974 was Utah's Island Copper 
mine located at the north end of Van- 
couver Island in British Columbia, 
Canada, as well as Utah’s 25% -owned 
affiliate, Cyprus Pima Mining Company, 
located some 25 miles south of Tucson, 
Arizona. 

Development of the Island Copper 
mine began in 1969 after extensive 
drilling indicated the presence of sub- 
stantial quantities of copper-bearing 
material containing significant quantities 
of gold, molybdenum, silver and rhenium 
as by-product metals. Shipments of 
copper concentrate from the mine and 
the 38,000-ton-per-day mill, which has 
the capacity to produce concentrates 
containing 115 million pounds of copper 
metal annually, were begun in Decem- 
ber 1971. A deep-water dock adjacent 
to the open-pit mine and mill was de- 
signed to provide convenient and 
economic product shipment facilities. 
To accommodate the work force re- 
quired for the project, a sizeable hous- 
ing development in the town of Port 
Hardy situated ten miles from the mine- 
site was undertaken. 
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Contracts negotiated during 1969 
with Japanese companies commit 100% 
of Island Copper’s production during 
the first five years of operations extend- 
ing through 1976 and approximately 
64% of its production during the suc- 
ceeding five years. Prices under the 
agreements for the principal metals are 
based on London Metal Exchange 
quotations. 

Mining and milling operations at 
Island Copper were adversely affected 
during 1974 by a strike which extended 
some seven weeks ending on September 
27, 1974. As a result shipments totaled 
91 million pounds of copper contained 
in concentrates which was less than the 
97 million pounds delivered in 1973. The 
average price realized during 1974 was 
$1.05 as compared to 78¢ in 1973; 
however, the new British Columbia 
royalty arrangement in 1974 prevented 
the full benefit of these higher prices 
from flowing to Island Copper. Ship- 
ments of gold, the most important by- 
product metal, totaled 45,000 ounces in =e 
1974 compared to 44,000 ounces in 1973. 

The Cyprus Pima mine which also 
operates as an open-pit mine with sup- 
porting milling facilities has been in 
existence since 1957. It has been ex- 
panded on several occasions, with the 
latest program completed during 1972 
to increase the milling capacity to 
approximately 53,000 tons per day from 
which 160 million pounds of copper 
can be produced annually. Shipments 
during 1974 totaled 154 million pounds 
at an average copper price of 82.3¢ 
as compared to 148 million pounds at an 
average copper price of 59.4¢ shipped 
during 1973. The favorable copper price 
together with the increased quantities 
sold were the principal contributors to 
Cyprus Pima record earnings for 1974. 


Following primary crushing, copper-laden ore 
is screened and stockpiled at the Island Copper 
mine prior to delivery via tunnel conveyors 

for further processing. 
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Directly and through its 46%-ownership 
interest in Marcona Corporation and a 
one-third interest in the Mount Golds- 
worthy mine, Utah participates in four 
iron ore projects located in the United 
States, Australia, Peru and New Zea- 
land. Iron ore and beneficiated iron 

ore products including pellets and pellet 
feed are marketed throughout the 
world. The combination of fixed-price 
contracts and worldwide inflationary 
trends in 1974 had an adverse effect 

on the profitability of all iron ore 
operations except the Iron Springs 
mine in Utah. Similar situations existed 
at iron ore operations throughout the 
world. Major buyers recognized the diffi- 
cult situations facing the iron ore 
suppliers and during the latter part of 
1974 price increases of 20% to 25% 
were negotiated. Thus for the near term, 
the profitability of all of Utah’s iron ore 
mines has been enhanced. 

The Iron Springs open-pit mine 
located near Cedar City, Utah is Utah 
International’s oldest and only wholly 
owned iron ore mine. Despite its limited 
size, this operation has contributed a 
reliable flow of income to Utah. Substan- 
tially all of the Iron Springs production 
is delivered to U.S. Steel Corporation's 
Geneva Works near Provo, Utah under a 
long-term contract. During 1974, this 
agreement was extended for an addi- 
tional five years and will now expire in 
1981. Utah has shipped approximately 
18.2 million tons of iron ore from this 
property since it was acquired in 1946. 
Shipments during 1974 totaled 555,000 
tons as compared to 580,000 tons during 
1973 as production was adversely 
affected during 1974 by a six-week strike 
which extended through much of 
August and September. Utah also oper- 
ates an iron ore mine in the same district 
for CF&l Steel Corporation under terms 


In Peru, Marcona's crushing and grinding 
operations ultimately reduce coarse iron ore to 

a powder-like consistency suitable for agglomera- 
tion in pellet form. 


As iron ore slurry passes through disc filters, 

the fine concentrate is de-watered prior to 
pelletizing. Marcona's highly marketable iron ore 
pellets are then delivered to steel industry cus- 
tomers primarily in Japan and Europe. 


of a mining and stripping contract. The 
ore is delivered by rail to the Minnequa 
Works near Pueblo, Colorado. 

Utah’s first mining venture in Australia 
was through its participation in the de- 
velopment of the Mount Goldsworthy 
iron ore deposits located some 70 miles 
east of Port Hedland on the northwest 
coast of Australia. Utah Development 
Company, which is 90% -owned by Utah 
International, holds a one-third interest 
in the venture. 

Expanded on several occasions 
since making its first deliveries in 1966, 
Mount Goldsworthy now has the capa- 
city to produce 8 million tons annually. 
Shipments during 1974 totaled 7.6 
million tons as compared to 8 million 
tons for 1973, Unusual labor unrest dur- 
ing 1974 contributed to the decline in 
sales relative to the record 1973 
shipments. 

Feasibility studies and discussions 
with prospective buyers are continuing 
in regard to Mining Area C, an iron ore 
deposit held by the Mount Goldsworthy 
group, where the existence of some 750 
million tons of good quality iron ore has 
been outlined by extensive drilling. 
This deposit is located about 210 miles 
south of Port Hedland, the port through 
which Mount Goldsworthy ore is now 
shipped. Current studies indicate that a 
mine at least twice the size of the 
present Mount Goldsworthy operation 
will be required for a viable operation. 
Its development would ensure expansion 
and continuation of the Mount Golds- 
worthy joint venture activities for 
many years. 

Originally created in 1952 to develop 
large iron ore deposits located on the 
southern coast of Peru, Marcona Cor- 
poration through subsidiaries now 
operates iron ore mines in Peru and 
New Zealand. The company also owns 
and charters a large fleet of vessels 
engaged in ocean shipping. The Peru- 
vian operation, located in an arid and 
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lron Ore continued 


relatively undeveloped area, has on sev- 
eral occasions been expanded and 
enlarged so that the operation today has 
the capacity to produce 10 million tons 
of beneficiated product each year, in- 
cluding 4 million tons of highly mar- 
ketable iron ore pellets. 

With continued losses in Peru during 
recent years, discussions with the 
Peruvian government have turned 
toward the possibility of accelerating 
a program to transfer the Peruvian 
assets. Under such an arrangement 
Marcona would continue management 
of the operation in behalf of the Peruvian 
government for an interim period. 

During 1970 Marcona, through a 
subsidiary, initiated a project to produce 
iron sand concentrate from extensive 
iron sand deposits located on the west 
coast of New Zealand. Marcona has a 
75% interest in the project; the remain- 
ing 25% is held by a New Zealand firm. 
Hydraulic dredging and magnetic and 
gravity separation of the iron-bearing 
material began in June 1971. Concen- 
trates so produced are pumped offshore 
in slurry form to specially equipped 
vessels. Current year shipments totaled 
1.1 million tons as compared to 1 
million tons last year. 

Marcona has formed with a Brazilian 
firm an iron ore mining project in Brazil. 
This venture will develop a large 
open-pit iron ore mine which will utilize 
a 240-mile iron ore slurry pipeline to 
transport ore to the Atlantic Coast. 
There, approximately 5 million tons of 
the nearly 7 million tons of planned 
annual production of iron ore will be 
pelletized in a new plant. These pellets 
will be shipped to customers in the 
United States and Europe. 

In the preliminary stage is Marcona’s 
involvement in the possible development 
of a steel plant in Saudia Arabia in part- 
nership with a representative group from 
the world’s steel companies and with 
PETROMIN, the Saudi Arabian govern- 
ment’s petroleum and mineral corpora- 
tion. This plant is expected to utilize iron 
ore from the Brazilian operation and 
take advantage of low-cost, abundant 
natural gas available for use as an 
energy source. 


Until recently Utah’s major activities in 
ocean shipping have been through 
Marcona Corporation which initially 
undertook the transportation of Peruvian 
iron ore to meet its contract commit- 
ments throughout the world. In seeking 
to meet this objective and to satisfy the 
ocean transportation needs of others, 
Marcona over the years has brought 
under its control a fleet of vessels, some 
of which are owned and some of which 
are under charter. 

Marcona owns and operates 12 ves- 
sels totaling approximately 1.2 million 
deadweight tons. In addition it operates 
a group of chartered ships aggregating 
approximately 1.4 million deadweight 
tons. Ten of the 12 owned vessels are 
capable of transporting oil and other 
liquid-type cargo as well as dry loads. 
Two of the ships are outfitted with 
Marconaflo equipment which allows the 
use of an efficient method of handling 
bulk materials in slurry form. This unique 
system developed by Marcona permits 
the pumping of ore and other bulk 
materials in liquid suspension form to 
specially designed carriers, the subse- 
quent removal of the liquid and the re- 
pulping of the material at its destination 
for pipeline delivery to a receiver. 


With flexibility to adapt shipping capa- 


city between liquid and dry cargoes, 
Marcona’s shipping operations have 
been in an advantageous position, as 
was clearly demonstrated during 1974 
when Marcona’s shipping earnings 
reached their second highest yearly 
level. A major cause of this increase 
resulted from benefits realized during 
the early part of the year on oil charters 
negotiated prior to the curtailment of 
this activity as a result of the Arab 

oil embargo. 

Utah manages and directs charter 
arrangements for the shipments of Aus- 
tralian coking coal to European cus- 
tomers and for deliveries of copper 
concentrate production to Japan from 
the Island Copper mine. Last year 39 
voyages were arranged under time 
charters and contracts of affreightment, 


lifting 2.7 million tons of coking coal 

for seven customers in Europe. In addi- 
tion 11 vessels under a contract of 
affreightment lifted approximately 
185,000 long tons of copper concentrate 
for Japan. 

A construction program for two 
126,000-ton dry bulk carriers in which 
Utah has a 50% interest is progressing 
on schedule. Laying of the keel of the 
first vessel is scheduled for mid 1975 
with launching three months later in 
September. The vessel will be delivered 
in December after a three-month out- 
fitting period, and it will be loaded with 
its first cargo of Utah’s coal at Hay Point 
in January 1976. The second vessel will 
be delivered in June 1976. Both ships 
will be managed by Utah. 


Diverse cargo capability provides for increased 
operating efficiency in ocean transportation. 
Ships carrying iron ore from Marcona’s Peruvian 
operations to Japanese ports can return with 

an oil cargo from Southeast Asia. The 140,000-ton 
cargo capacity San Juan Exporter is shown 

being loaded with slurry at the rate of 2,800 

tons of iron ore per hour. 


Oil and Gas 


Recognizing the favorable outlook for 
suppliers of energy-related materials, 
Utah extended its resource extraction 
interests into oil and natural gas through 
three mergers consummated during the 
1974 fiscal year. During November 1973 
Ladd Petroleum Corporation, a Denver- 
based firm active in the acquisition and 
development of oil and gas properties, 
became a wholly owned subsidiary of 
Utah. Subsequently Clarcan Petroleum 
Corporation and LVO Corporation were 
acquired in March 1974 and in October 
1974, respectively. Approximately 
2,531,000 shares of Utah International 
common stock having a combined mar- 
ket value in excess of $110 million on 
the dates of the respective mergers were 
required to complete these acquisitions. 

Domestic oil and gas prices since the 
initial acquisition of Ladd in November 
1973 have been responsive to increased 
demand in the world market. While 
domestic oil prices for most reserves 
established prior to May 1973 are still 
frozen at $5.25 per barrel, prices for new 
oil and for certain old oil are not regu- 
lated and tend to find a level comparable 
to world market prices. As a result, 
Ladd’s oil prices, which were averaging 
approximately $4.00 per barrel at the 
time of the merger into Utah, are now 
averaging somewhat in excess of 
$8.00 per barrel. 

With producing oil and gas properties 
in 16 states and two Canadian provinces 
together with an accelerating explora- 
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tion and development program under 
way, Utah through its Ladd Petroleum 
subsidiary is now favorably situated to 
furnish a portion of the national require- 
ments for these two vital energy 
sources. 

Utah produced 2,141,026 barrels of 
crude oil and 28.4 billion cubic feet of 
gas in 1974 compared with 2,116,853 
barrels of crude oil and 29.6 billion 
cubic feet of gas in 1973. These deliver- 
ies have been adjusted to combine the 
production of the three acquisitions as 
though they had been a part of Utah 
during the respective years. 

Oil and gas reserves have been 
accumulated through exploration pro- 
grams, acquisition of properties by pur- 
chase and by continuous exploration 
and development of the company’s own 
prospective undeveloped properties. 
Utah, through Ladd, directly controls 
many of these projects while others are 
developed with industry partners. 

The political climate continues 
to be one of the major problems con- 
fronting the oil and gas industry. 
Proposed legislation to eliminate the 
depletion allowance, to roll back prices 
or assess a windfall profits tax is cer- 
tain to be renewed with increased em- 
phasis in the new Congress. Restrictive 
legislation in this area which does not 
provide offsetting incentives for those in 
search of new oil and gas reserves 
could jeopardize the already serious 
national energy situation. 


Probing deep below the earth’s surface, drilling 
rigs search for new natural gas reserves at Ladd 
Petroleum operations in the Gomez Field of 
West Texas to help meet the energy needs 

of the Midwest. 


Exploration : 


The acquisition and successful devel- 
opment of mineral properties substan- 
tially influences the long-term growth 
potential of a company involved in ex- 
tracting minerals from the earth’s 
surface. Accordingly, geographical 
diversification and an emphasis on basic 
research and reconnaissance in explor- 
ation efforts have been directed towards 
broadening Utah’s base and thereby en- 
hancing future mineral development 
opportunities. Utah’s exploration activi- 
ties are conducted both through inde- 
pendent searches and as a participant 
in joint ventures with industry partners. 

In part as a result of continued un- 
certainty regarding foreign investment 
policies in certain countries outside the 
United States, the search for mineral 
commodities has been extended to in- 
clude new geographic areas with inter- 
esting potential sources of minerals. 

At the same time exploration activities 
are continuing in a prudent manner in 
those areas where Utah has traditionally 
been involved with the expectation that 
the public interest will dictate changes 
in national policies that are presently 
causes of concern. Exploratory investi- 
gation is currently being conducted by 
Utah either directly or through affiliates 
in the United States, Canada, Australia, 
Southeast Asia, Africa, Brazil and the 
Middle East. 

In cooperation with Utah’s Marketing 
and Long-Range Planning departments, 
assessments are continually being made 
of the future market potential of certain 
mineral commodities as well as evalua- 
tions of geographic areas in which 
viable and successful mines may be es- 
tablished. The major thrust of the ex- 
ploration program during the current 
year has continued to be directed to- 
wards coal, uranium and, to a lesser 
extent, base and precious metals. Com- 
petition in the acquisition of energy- 
related minerals has increased sharply, 
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and now has extended to include the 
ultimate consumers of such products 
who had not previously competed in 

the extractive industry. 

Considerable emphasis has been 
placed upon research and reconnais- 
sance in the search for new deposits, 
including the analysis of Earth Resource 
Satellite imagery. This high altitude 
reconnaissance contains a great amount 
of data relating to the reflectance 
of rock and plant material. A study 
undertaken during the current year has 
been concerned with translating this 
reflectance data into parameters which 
may be useful in mineral exploration. 
While it is not likely that this effort will 
provide the ultimate information in the 
search for mineable deposits, it is 
expected to serve as an additional ex- 
ploration tool. 

In view of the markedly competitive 
situation prevailing for the acquisition of 
significant mineral properties, an ex- 
panded professional staff is directing 
its efforts towards achieving an appro- 
priate distribution among mineral 
commodities as well as a diversity of 
geographic areas to assist in the ful- 
fillment of Utah’s long-term growth 
objectives. 


Earth satellite pictures of the Uinta Mountains 

in northeast Utah indicate reflectance of geologic 
structures and topographic features of the 
region. Such data relating to areas of interest in 
Utah's exploration program are expected to serve 
as an additional investigative tool. 


Utah geologists examine earth formations in 
remote areas of the world in a constant search 
for mineable deposits of coal, uranium and base 
and precious metals. 


d Development 


Environment 


Since the early 1950’s Utah has been Utah's activities including exploration, 
involved in land development projects. mine development, minerals production 
These activities, once a relatively large and processing and land development 
part of Utah’s operations, have in more all affect the environment. Our environ- 
recent years assumed a lesser role in mental policy commits Utah to reduce 
the overall operations of the company. or where practicable eliminate possible 
This in part may be attributed to the adverse consequences to the environ- 
growth experienced in the mining activi- ment resulting from the company’s 
ties and in part to the difficulties and operations. 
frustrations related to the successful The Department of Environmental 
development of real estate projects. Quality, established in 1971, includes 
The principal land development ac- industrial hygiene, biology, land 
tivities, most of which are located in planning, revegetation, geology, mining, 
California, consist of a 55-acre shopping water and air specialists. This interdis- 
center in Alameda; 900 acres of resi- ciplinary staff gives Utah the capability 
dential property at Bay Farm Island in of evaluating a broad spectrum of 
Alameda; 1,355 acres of residential and environmental issues. 
golf course property at Pauma Valley; Significant progress has been made 
941 acres of commercial, residential, toward implementing Utah’s environ- 
shopping center and golf course prop- mental policy at both domestic and 
erty near Vandenberg Air Force Base; foreign operations. An assessment of 
and a 2,000 acre tract of land in Douglas the air, water, land and working en- 
County, Colorado. vironment is continuing at all existing 
The Pauma Valley Country Club mines. Experimental testing points 
properties, which have operated at have been established to monitor dust, 
a loss over the years, are in the process radiation, noise, fumes, water quality, 
of being sold to members of the club. soils, vegetation and animals. 
The members have approved the terms In the domestic operations nearly 
of the sale and it is expected that the 732 acres of disturbed lands were re- 
country club properties will be disposed graded to contour this year and nearly 
of early in 1975, with the expectation 210 acres were seeded with suitable 
that adjacent residential properties will plant species. Research on revegetation 
be marketed by Utah in an ongoing to determine optimum methods and 
program. plant species is continuing. In this 
The development of the Bay Farm coming year we expect to continue im- 
Island properties, which represents plementing additional environmental 
Utah's largest investment in real estate, procedures at the mines, exploration 
has been frustrated over the years as and land development sites. 
attempts have been made to satisfy 
numerous governmental agencies, SL 
several of which have taken positions emul sovedeun cxPat ine uotorminalon 
in opposition to each other. A plan of future efforts to restore mined areas to 
providing for much lower population an acceptable level of plant productivity. 
density than originally planned has An attractive residential area at Vandenberg 
been developed and residential con- Village is part of a 941-acre property developed 
struction on this property could begin by Utah in Santa Barbara County, California. 


: ‘ered 1 Vaan SAE TET OS se tra a ag rts sans SaaS Pepa 
late in 1975, if approval is obtained ‘ . ott sitet eR RN RSS ces - 
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positive. Because of the difficulties ex- 4 Y : 4 , : spate Wy 
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ing the actual value of this property, . : . ~N ang 


substantial write-downs were made 


during 1974 to insure that the project 
can be successfully completed at mini- 
mal future risk to Utah. 
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Stockholders’ equity and outstanding 
long-term debt have increased signifi- 
cantly during the past seven years as 
expenditures for new mining projects 
have remained at high levels. The sub- 
stantial increase in stockholders’ equity, 
in addition to earnings not distributed 
to shareholders, has been provided from 
the sale and subsequent conversion of 
$55 million of subordinated debentures, 
the sale of a portion of our Australian 
operations for $20 million through a 
public offering in Australia during 1970 
as well as from the equity of three com- 
panies acquired in 1974 on a pooling of 
interests basis. These mergers added 
an additional $59 million to the stock- 
holders’ equity base. As stockholders’ 
equity has increased, higher levels of 
long-term debt have also been required 
to fund expansion commitments. 
Mining capital expenditures in 1974 
continued at high levels, totaling in ex- 
cess of $128 million. Most of these ex- 
penditures have been attributable to the 
new Saraji coking coal project in Aus- 
tralia. In spite of heavy capital expendi- 
tures in 1974, a significant reduction 
occurred in long-term debt. This reduc- 
tion was possible because of the high 
levels of cash generated from opera- 
tions, particularly in the coking coal and 
copper areas. Mining capital expendi- 
tures are expected to decline to approxi- 
mately $65 million in 1975 based upon 


ments by approximately $40 million 
during 1974 to reflect higher than ex- 
pected cash flow from operations. 


Convertible Debentures 

The remaining subordinated debentures 
were called for redemption in June 1974. 
As a result, the $3.4 million outstanding 
at the end of 1973 from the original $30 
million sold during 1968 through a public 
offering in Europe was converted into 
common shares. 


Stockholders 

The number of Utah stockholders in- 
creased from 6,600 to 31,300 during the 
1974 fiscal year. This substantial in- 
crease is the result of mergers during 
1974 of Ladd Petroleum Corporation, 
Clarcan Petroleum Corporation and LVO 
Corporation into Utah. These stock- 
holders live in all 50 states and in more 
than 20 foreign countries. 


Earnings Per Share 

The three acquisitions during 1974 were 
accounted for on a pooling of interests 
basis, and therefore earnings as pre- 
viously released have been adjusted to 
reflect the operations of the pooled 
companies. These restated earnings by 
quarter for 1973 and 1974 are summa- 
rized as follows: 


Earnings Per Share 


our present expansion program. With Quarter 1974 1973 
cash flow forecasted to remain at high ASU crapoteta sa cares tose aire $ .68 $ .31 
levels due largely to higher coking coal ONG ie eiccss ailarnaisrt ot -50 44 
prices, it is anticipated that long-term OE ral axerele orcas eieay ve 96 49 
debt levels will decline further in 1975. AUN fefechere os miorsrestans 94 __53 
$3.08 $1.77 
Reduction in Loan Commitments a a 
At the end of the current fiscal year, Utah 
had approximately $50 million of 
additional debt available under existing 
loan commitments. In addition to normal 
scheduled reductions required under 
existing credit agreements, elections 
were made to reduce our loan commit- 
Stockholders’ Mining 
Earnings Per Share Dividends Per Share Equity Per Share Capital Expenditures 
(dollars) (dollars) (dollars) (millions of dollars) 
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Statement of Consolidated Income 


Utah International Inc. and Subsidiaries 


Years ended October 31 1974 1973 
(Amounts in thousands) (Note 1) 
Income: 
Gross revenues from operations (Note 2)................. $501,227 $332,359 
Coste andiexpenses sos: os sceitirewicres caren ncrwr eee es 320,722 234,304 
Gross profit from operations .................ee0ee $180,505 $ 98,055 
Equity in earnings (losses) of — 
Affiliates: (Note’S)) esas a cchee dines etsiens wwies sce se 19,170 10,533 
Joint ventures and partnerships (Note 4) .............. (2,740) (2,734) 
FARTS Ee ceccictsie, «sto tas, 6 siecelae. ayeinss. 9. Sabie aataie @ satel weavers she 7,941 7,233 
Other,ineti (Note Wis cs seeks wesies cen esas sates sae ee (5,782) 682 
Gross profit and other income................00008 $199,094 $113,769 
Expenses: 
General and administrative ............ 00. c eee cece eee $ 7,886 $ 6,017 
Provision for employees’ retirement program (Note 5)...... 1,527 1,160 
Interest, net of capitalized interest of $4,939 in 1974, 
‘and/$1,669'in' 1973 :(Note'6),..0:. ssc se sein eisai dtieree V5 15,741 16,676 
Minority interest in earnings of subsidiaries .............. 6,923 3,039 
$ 32,077 $ 26,892 
Income before income taxes ........... 00 eee c cece cece reese $167,017 $ 86,877 
Provision for income taxes (Note 7) .............00eeeeee 70,076 31,441 
INGtINCOMEs ois b Once onwee se Saas Remned oie ahaner aaneaas $ 96,941 $ 55,436 
Earnings per share (NOG 8). oii e ciciere sssaare.e crctereje wciee Smee secs $ 3.08 Le ETZA 
The accompanying accounting policies and notes are an integral part of this statement. 
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Consolidated Balance Sheet 


Assets — October 31 1974 1973 
(Amounts in thousands) (Note 1) 


Current assets: 


Gashil tesa we antits sie a ance eee aie ee nate saesiers $ 20,208 $ 17,714 
Marketable Geourities i: 0500.6 0ciiws. seria neisiere heieisie's esisie's 9,547 1,747 
Accounts and notes receivable ..........00eceeeeeeeeees 39,175 25,965 
Current portion of long-term receivables ............+++++ 7,858 7,821 
Inventories, at the lower of average cost or market......... 52,195 49,722 
PYrOpalaiGxPenSes isc isto. varctec ssnretet siete armisie sco aileln we Raters 3,014 7,254 
MOAN CUFFENE ASSOTS hes ais wlacvce cisrmisyernyeieteie vere c'e)s wrsiele $131,997 $110,223 
Investments: 
Affiliated companies (Note 3)...........0 cee cece eee eens $110,402 $101,471 
Joint ventures and partnerships (Note 4) .............0655 8,215 7,086 
Land and real estate, at cost — 
Real estate held for development and sale..........+.+- 7,659 8,712 


Land and improved real estate held for investment, 
less accumulated depreciation of $4,042 in 


IGL4 ANG S41 SO INNOTS iti teteesisisic Oe tatters ciaetsteetasa 8,464 10,489 
$134,740 $127,758 
Other assets, net of current portion: 
Loans for construction of railroad and power facilities...... $ 65,511 $ 79,997 
Long-term receivables and other (net of reserve of 
$16,057 in 1974 and $4,707 in 1973) (Note 4)............. 55,570 62,505 
$121,081 $142,502 


Property, plant and equipment: 
Mining properties — 


Lands, leases and development costs.............++++- $ 79,882 $ 73,066 
Equipment and fachlithes aiiic-. sissies cs scree sioie cone oinis 6 oii 353,013 322,712 
Facilities under development.........-..00eeeeseeeeee 148,633 64,128 
OlltandiGasipropentle ses ic cccss 5 cecsiat c Stes cjeiaisioacinierme ere 111,191 99,014 
Othe va.cscne Hatten aati «cians as a taiggeim cra ritara atiraye ochre 4,819 39,458 
$697,538 $598,378 

Less — Accumulated depreciation, 
depletion and amortization. .......... 0.0 eee e teen eee (176,686) (150,336) 
$520,852 $448,042 
$908,670 $828,525 


The accompanying accounting policies and notes are an integral part of this statement. 
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Utah International Inc. and Subsidiaries 


Liabilities and Stockholders’ Equity — October 31 1974 1973 
(Amounts in thousands) (Note 1) 
SS 


Current liabilities: 


Notes payable and current portion of long-term liabilities . . . $ 9,793 $ 9,684 
ACCOUNTS PAV ODIO 4. iiss os a.ccerie sco leinsey paeieers Scotaie eo earies. ce 35,627 35,154 
Acorued I labilithee ti jez). ie raisrs' x siera nie stare. oyorn, Cleite evs os a7 35,238 25,387 
Accrued income taxes 37,000 13,349 
Total current liabilities $117,658 $ 83,574 

Long-term liabilities, net of current portion (Note 6): 
USQOULG sciatic, a r550 4 © clora tela vertnexageih teria srerais.assais srs Ris ve $227,210 $251,026 
SOGUIOG eras ted ais: akc ae slaves a cisie nse: ayaeaisia.s crdia.w e aidiice elenea assis 6,478 18,486 
$233,688 $269,512 

Deferred credits: 

INCOME TAXES 5 Fate zo coe aisles sikis oie vieiaieG oieanele @-ateioes vearein bre $ 83,138 $ 70,609 
Foreign currency exchange gains (Note 9)................ 6,383 - 
Othelhixnacamtncelsa aime wares valet carainerin mw gstneoa 6,749 8,722 
$ 96,270 $ 79,331 
Minority interest in subsidiaries...................0 eee eeeeee $ 12,798 $ 16,492 


Contingent liabilities and commitments (Note 10) 


Stockholders’ equity: 
Preferred stock, without par value — 
Authorized — 1,000,000 shares 
30¢ cumulative convertible series — issued 66 
shares in 1974 and 405,057 shares in 1973 ............. $ - $ 2,025 
Common stock, par value $2 per share (Note 11) — 
Authorized — 80,000,000 shares 
Issued — 31,532,997 shares in 1974 


and 31,301,936 shares in 1973 ..... 2... cscccrceccces 63,066 62,604 
PelG-IiiCapitela-tars ascvechye-t:kcore  <iatslo-0«/ etree Note) brain's s shevsie ever 85,912 80,512 
Retained earnings (Note 12)..............ce eee e eee eens 299,278 234,628 
Treasury stock, at cost — 70,866 shares in 1973............ _ (153) 

$448,256 $379,616 
$908,670 $828,525 
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Statement of Consolidated Stockholders’ Equity 


Utah International Inc, and Subsidiaries 


Preferred Common Paid-In Retained Treasury 
Years ended October 31 Stock Stock Capital Earnings Stock 
(Amounts in thousands) (Note 11) (Note 12) 
Balance, October 31, 1972, as previously reported...........0eeeee $ —- $28,753 $ 64,829 $176,950 $ — 
Adjustment to give effect to acquisitions 
under the pooling of interests concept (Note 1) — 
Ladd Petroleum Corporation..........ccceeeeeeeeeeeees - 2,333 6,452 6,383 (400) 
Clarcan Petroleum Corporation .........sseeeeeeeeeeees - 169 2,459 17 - 
EVOICOrpOR AON scsi. cco'c cre cresievtialorne © anetniere Odeon ol Hen 2,025 2,360 32,036 9,209 (65) 
Balance, October 31, 1972, as restated .......... ec eee cece eee eens $2,025 $33,615 $105,776 $192,559 $(465) 
NOT IMOOM Ose agercrrac eleacacinracetetecateienle eo enceut oy. erecce arenes sATSpS - - - 55,436 _ 
Common stock issued to stockholders in a two-for-one 
stock split effected in the form of a stock dividend........... - 28,804 (28,804) - — 
Common stock issued upon conversion of debentures ......... - 70 879 - - 
Common stock issued to employees as restricted 
BIO CK DOMUS OG cheese wuccaraialnrexe: rule oistate/oreta eybs0/4. piace.e.4'0) ekeiaiece arazete - 9 385 - - 
Common stock issued upon exercise of stock options*......... - 64 682 - ol 
Common stock issued in connection with 
public offering, net of related costs*........... cece cece eee - 62 2,030 - - 
Acquisition of treasury shares*.... 2.0.0.0... cece cece ee eee - - - - (88) 
Retirement of treasury shares* .. 1.2.2.0... cece eee eee eee — (20) (240) (140) 400 
Cash dividends on common stock of $.455 pershare........... - - - (13,105) —- 
Cash dividends on 30¢ cumulative convertible 
preferred StOCK o..c ca teice cect tens oestie wee cera ew alerw a's deren o heue - - - (122) - 
ORMON: THOU ceteris acarsis creisrarstax- nies s viscesete wiepasersvenerereere erwis's enter - - (196) - - 
BalanGe; OCtODer sls Oi ais « seerers acy: svssats. a cha sssopmces stayave.c, csofe ise PlarereRvorona $2,025 $62,604 $ 80,512 $234,628 $(153) 
NG UIC OM Garey seorte-s cree ecatrieres eas sfacciate s mrenscmio: eres srerersy areas spy - - - 96,941 - 
Common stock issued upon conversion of debentures ......... - 364 3,014 - - 
Common stock issued upon conversion of preferred stock*..... (2,025) 172 1,853 - - 
Common stock issued to employees as restricted 
BLOCK DONUSOS in: bie cealeisly c sitcicis claversis caasisie-tasyereue"s. eresesals, Tie" - 7 288 - 24 
Common stock issued upon exercise of stock options 
NCWIT AIG cc voarelors cloleniaevousiteveisinistsve wi athisiarsia. steers #icraimese aie - 102 862 - 6 
Acquisition of treasury shares*......... cece cece e ee ee ee eee - - - - (677) 
Retirement of treasury shares* ........ ccs e cece eee e eee eeee - (183) (617) - 800 
Cash dividends on common stock of $.71 pershare............ - - = (21,474) - 
Cash dividends on 30¢ cumulative convertible 
PP RIOIFOCNELO Oe ss aysi5 csiyecr a ciaqaieras sats oie wepute, 0 0 eancjars syarsisiwinve - - - (122) - 
Distribution of shares of United Cable Television 
CORDOMBTOM ES sora gecters caus ia eo: asispermeralagsiare eraiaenialcicagnss ca sretaloieter - oo - (10,695) - 
Balance, Octobersi, TOT... sis. o.sce1:5 eis: « 5: G:atera,aross.0ieisiors,seitve lesser nveis $ — $63,066 $ 85,912 $299,278 $ = 


*Transactions prior to merger dates incurred by companies acquired and accounted for as poolings of interest. 


The accompanying accounting policies and notes are an integral part of this statement. 
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Statement of Changes in Consolidated Financial Position 


The accompanying accounting policies and notes are an integral part of this statement. 


Utah International Inc. and Subsidiaries 


Years ended October 31 1974 1973 
(Amounts in thousands) (Note 1) 
Working capital was provided from: 
Operations — 
NGDINCOMOS 2c x sere create Sea ieee a axa tine ieee s eeaiee $ 96,941 $ 55,436 
Expenses (income) not affecting working capital — 
Depreciation, depletion and amortization............. 37,876 36,097 
Provision for deferred income taxes ...............-. 34,093 16,920 
Provision for losses on long-term receivables and other 12,271 - 
Minority interest in earnings of subsidiaries.......... 6,923 3,039 
Provision for major maintenance, net of actual costs... 2,696 1,547 
Equity in undistributed earnings of affiliates, 
joint ventures and partnerships .................4. (6,130) 2,045 
Working capital provided from operations........ $184,670 $115,084 
Kong-ferm i DOrrowlriges eos ere orc seer 2 a50s5 SvenetareileldiaveBysinsejnrese 17,075 41,229 
Sale of noncurrent assets 7,260 6,735 
Net effect of disposition of assets and liabilities relating 
TO'GISCONTINUGA!OPSTAtIONS 0... rie ios. s.ereiers a s.00s 0 siereinee 8,964 - 
Reduction of loans for construction of railroad and 
DOW NifA B ois carats ters 20 5a fasts ca caranors So arealateratesdiviess 7,024 5,343 
Common stock issued upon conversion of debentures...... 3,378 949 
Common stock issued upon conversion of preferred stock’. 2,025 - 
Effect on working capital due to foreign currency 
OXCHANGSTAGIUStMENtS). 5 <a. c55-> s:ckecke o'oies0.9 ocieiaie eiepayecae 5,629 _ 
Ot ereeiale cece atteicie state > bisiavess slay stair le atersys Gul eda oranars - 818 
Total working capital provided ................. $236,025 $170,158 
Working capital was used for: 
Additional investment in — 
Property, plant and equipment.................0e eee $143,695 $110,129 
OMS assets eee. wicket sreieteeis ie nieies © aitatiers wovrateveieuete was 22,778 10,267 
Affiliates, joint ventures and partnerships .............. 4,504 3,991 
Pepa ycd ara Cle eal PSL ese ct sche, £4 cav5sn's, sbochais orskalShe a cloloze 833 1,939 
Reduction of long-term liabilities....................0005 21,975 34,183 
Cash dividends paid to common and preferred stockholders 21,596 13,227 
Dividends of United Cable Television Corporation to 
former stockholders of LVO Corporation*.............. 10,695 - 
Conversion of debentures to common stock .............. 3,378 949 
Conversion of preferred stock to common stock*.......... 2,025 - 
Reduction of deferred income taxes..............0.00005 15,847 - 
LOL) Th cs Gib ars COS, 5 LOM ae cme RE CRO EC Pere eee 1,009 - 
Total working capital used..................... $248,335 $174,685 
Net increase (decrease) in working capital .................04. $ (12,310) $ (4,527) 
Working capital increase (decrease) by component: 
Gaahiarer sctiy = set et vice sc etee a smsrens cdl e slgminels nicl $ 2,494 $ 6,362 
Marketable securities: siica sicjer chee tales ’s eudlarei ve: dcisew essere 7,800 1,747 
Receivables) rc snes asses eis cara aieste’ssimaleiea iertaierjee's 6 13,247 (5,183) 
Inventories and prepaid expenses...............000000ee (1,767) 21,073 
Notes payable and current portion of long-term liabilities. . . (109) 4,503 
ACCOUNTS PAYED 25565235 552.5 ssc bvsietma esietsiale's swterele seete lt (473) (13,247) 
CCH I Ab IRL Sj orosc i5: 206i 1s carccarctgveiecavetors ai avsin wuesalthsna insists (9,851) (8,589) 
PAGCCTLOCIMICOMO TAKES i oie0.n cts carne erviaretalo. 9) aiorssa yar Wevehevarwuranivs (23,651) (11,193) 
$ (12,310) $ (4,527) 


“Transactions prior to merger dates incurred by companies acquired and accounted for as poolings of interest. 
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Basis of Consolidation — The consolidated financial statements include the accounts of Utah 
International Inc. and all subsidiary companies (Utah), after elimination of significant inter- 
company items and transactions. The statements are appropriately restated to reflect the 
effect of mergers accounted for as poolings of interests. In addition, the statements include 
Utah’s equity in the earnings of affiliated companies in which Utah does not have a majority 
interest. The basis of recording the equity in these earnings is the affiliates’ most recent audited 
financial statements and their subsequent unaudited interim reports. 


Mining Exploration and Development Costs — Mining exploration costs are expensed until 
it is determined that the development of a mineral deposit is likely to be economically feasible. 
After this determination is made, all costs related to further development are capitalized and 
amortized over the lesser of ten years or the productive life of the property. Capitalized de- 
velopment costs include financing costs of identifiable new borrowings associated with the 
development of new mining projects. 


Foreign Currency Translation — The accounts in foreign currencies are translated to U.S. 
dollars based on appropriate rates of exchange. Assets and liabilities are translated at the 
exchange rates in effect at the respective year-ends, except that property, plant and equip- 
ment (and related depreciation, depletion and amortization) are translated at rates prevailing 
at the time of acquisition. Stockholders’ equity, income and expense accounts (other than de- 
preciation, depletion and amortization) are translated at the exchange rates in effect when the 
transactions occurred. Exchange adjustments related to foreign borrowings used to finance 
the development of certain mining properties are deferred and amortized over the estimated 
lives of such mining operations. Other exchange adjustments are charged or credited to in- 
come as realized. 


Income Taxes — Deferred income taxes are provided for timing differences in the reporting 
of certain income and expense items for financial statement and tax purposes. No provision 
is made for permanent differences between financial statement and taxable income which are 
caused by deductions allowable for income tax purposes arising from oil and gas activities 
such as intangible drilling and development costs and statutory depletion. Utah defers the in- 
vestment credit and amortizes it over the average lives of the related assets. The investment 
credit had no significant effect upon the statement of consolidated income. 


Mining Properties — Mining properties are carried at cost and include expenditures which 
substantially increase the useful lives of existing assets. On disposition of an asset, its cost 
and related depreciation, depletion or amortization are removed from the accounts and any 
gain or loss is recorded in income. Maintenance and repairs on major equipment and facilities 
are provided for principally over the useful lives of the assets. Minor maintenance and repairs 
and minor replacements are charged to operating costs and expenses as incurred. Mainte- 
nance and repairs associated with the development of new mining projects are capitalized. 
The cost of mining properties is depreciated, depleted or amortized over the useful lives of 
the related assets by use of the unit-of-production, straight-line or declining-balance methods. 


Oil and Gas Properties — Oil and gas properties are accounted for by use of the full cost 
method. Under this method, all costs associated with the acquisition, exploration and devel- 
opment of oil and gas properties (both developed and undeveloped) are capitalized, not to 
exceed the fair value of the oil and gas reserves. Such capitalized costs, all of which enter 
into the full cost pool as incurred, are depleted by use of the unit-of-production method by 
applying the ratio of gross revenues from oil and gas properties in each period to estimated 
future gross revenues from proven reserves of all oil and gas properties. Estimated future 
gross revenues are adjusted periodically whenever significant changes occur in oil and gas 
prices or in proven reserves. Such revised future gross revenues are then used to calculate 
depletion for the current quarter and for future periods. 


1. Poolings of Interests 

On November 30, 1973, March 29, 1974 and October 31, 1974, Utah acquired Ladd Petroleum 
Corporation (Ladd), Clarcan Petroleum Corporation (Clarcan) and LVO Corporation (LVO), 
respectively, in mergers which were accounted for as poolings of interests and which resulted 
in the conversion of all of Ladd’s, Clarcan’s and LVO’s common stock into approximately 
1,211,000, 115,000 and 1,203,000 shares, respectively, of Utah’s common stock. Accordingly, 
the accompanying consolidated financial statements have been restated to include the ac- 
counts of Ladd, Clarcan and LVO. 


The following is a reconciliation of gross revenues from operations, net income and earn- 
ings per share as previously reported for the year ended October 31, 1973, with such items as 
restated: 


1973 

Gross Net = Earnings 
(In thousands except per share amounts) Revenues Income _PerShare 
AS'previouisly Teporteds < siacie 6 v.cine.o% daw ares Develnn s Sere $315,645 $52,050 $1.81 
DLC ey sas cta as wdssrnnanota ape soserelntepesese atatevatiteianal aerate altuanteceyene 5,895 1,729 (.02) 
CIAICAN asa stazoss sa atacary adi aiaybia eoaiarets ieoisiga ao semuteiata ets 1,223 (724) (.03) 
BES ha ia or scawyayeis osteoma a aecee are w ola ae ve mie aUNe we neemaCineds 9,596 2,381 .01 
PB OR 5 isan cp caits vac. k wiedien snigeten ve eRN Fae $332,359 $55,436 $1.77 


The gross revenues from operations and net income of Ladd, Clarcan and LVO from the be- 
ginning of fiscal 1974 to the dates of the respective mergers had no significant effect on the 
statement of consolidated income for the year ended October 31, 1974. 

LVO reported discontinued operations which were considered to be immaterial when con- 
solidated with Utah’s operations. Accordingly, all revenues and costs of such discontinued 
operations have been reclassified to “Other, net’ in the statement of consolidated income. 


2. Revenue 
A substantial portion of Utah’s gross revenues from operations results from sales of iron ore, 
coal and copper concentrate to Japanese and European companies under long-term sales 
agreements. In 1974, sales to Japanese and European companies amounted to about 67% 
and 11% of gross revenues, respectively. 

At October 31, 1974, approximately 91% of Utah’s mineral sales backlog totaling $4.85 
billion was under long-term sales agreements which contain escalation clauses affording pro- 
tection against future cost increases. 


3. Affiliated Companies 

The composition of Utah’s investment in affiliated companies at October 31, 1974, was as 
follows (in thousands): 

Equity in undistributed earnings of affiliates — 


Included:iniretainedieamings sis: 5 veins cams doserse mens anesees wawiae eles $ 87,257 
Included in deferred INCOME TAKES «6... « 6.a..6 6 veces sie snne eens ceeceesines ene 7,841 

$ 95,098 

GOSEOMINVESEMENES verte 2 aceecis.a geiace sao Afieton DeWine and sveunrerd eave poe s aaa ore 15,304 
$110,402 


Below is a summary of the unaudited financial statements of Marcona Corporation (Marcona) 
and Cyprus Pima Mining Company (Cyprus Pima), Utah’s most significant affiliates, and of all 
affiliates combined as of October 31, 1974: 


Marcona Cyprus Pima Total 
(In thousands) (46% Owned) (25% Owned) Affiliates 
CPTI ORONB incor 5 Gens om ee eo EA GEA $ 89,495 $ 41,728 $137,577 
OMB ASSOLS Tense my Siaveises ©, case ivmnrooiners.nioverere 194,517 76,412 310,326 
$284,012 $118,140 $447,903 
Current Nabitles isiesi s:scscecscs dire ieseeseceinie a werner $ 32,293 $ 17,958 $ 57,448 
Long-term labilitieg. & .iois033 dies hci ae aires 78,206 20,060 126,572 
StOCKHOIAOrSSQUIEY < sisicsisiee-srsive-s siavariere siaravore _ 173,513 80,122 263,883 
$284,012 $118,140 $447,903 
POVSUG nin s Veatee tasins s neces cmiee de meee $320,738 $112,858 $452,993 
NOPINGOME <5 fie saa cscs esases cteaseaenes s 22,321 37,550 59,185 
Utah's recorded share of — 
Stockholders’ equity ............csceeeees $ 79,516 $ 20,102 $110,402 
NGtiINCOME TON YOOM, 65:6: :6 s.0c:0is 4 e437 a.0steee 10,225 9,008 19,170 


According to Marcona, 1974 sales to Japanese and European companies amounted to about 
72% and 18% of its gross revenues, respectively. At October 31, 1974, approximately 42% of 
the stockholders’ equity in Marcona was represented by net assets located in Peru. In 1974, 
Marcona Mining Company, a wholly owned subsidiary of Marcona, experienced losses from its 
Peruvian mining operations. 
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4. Joint Ventures and Partnerships 

Below is a summary of the unaudited balance sheets of Harbor Bay Isle Associates, a part- 
nership formed to develop a residential community in the San Francisco area, and of all joint 
ventures and partnerships combined as of October 31, 1974: 


Harbor Bay Isle Total Joint 
Associates Ventures and 


(In thousands) (50% Owned) Partnerships 
CUITEN ASSORS Go eccs 2a ce cavete sss. 025620; oie revew tanec wm eroe. cus Wien srere.e <.tase $ 123 $ 9,560 
Other assets (principally land)............0cc cece eee e ee ee eee 29,023 32,670 

$29,146 $42,230 
Guarrerat GARIN Eh es cs espa ace coos Mera se cot seacenctevyocay siete cimceheis este tenses were $ 1,463 $10,494 
Long-term abilitles iss isccicis ocr tio4aicraiers ove.cr'e 6 60s a'eiereiese Dae 23,373* 23,388 
Neti worthiness catntoece ¢-crarctes stearic s slelvis ope etne rcleere nave clone sive 4,310 8,348 

$29,146 $42,230 


* Long-term liabilities consist of assessment liens payable to a reclamation district, which 
issued bonds to raise funds for developing the project. Utah acquired substantially all of these 
bonds, and they are included in “Long-term receivables and other’ in the accompanying bal- 
ance sheet. Because of the difficulties experienced in developing this project, Utah has pro- 
vided a significant reserve on its investment in the bonds. 


5. Provision for Employees’ Retirement Program 
The Utah retirement program consists of a Profit Sharing Plan, a Stock Investment Plan and a 
Retirement Plan. The Retirement Plan is a pension program in which Utah is required to con- 
tribute sufficient funds each year to fully fund the liabilities of the plan. Annual contributions 
to the Profit Sharing Plan and the Stock Investment Plan are based upon a profit sharing for- 
mula. There are no unamortized past service costs with respect to the Retirement Plan. 
Certain domestic operations provide pension plans resulting from collective bargaining 
agreements, and two subsidiaries operating in foreign countries have established separate 
retirement plans. Fund assets of these plans at October 31, 1974, approximated vested benefits 
at that date. 


6. Long-Term Liabilities 
Long-term liabilities at October 31, 1974 and 1973, consisted of: 


(In thousands) 1974 1973 
Unsecured — 
Notes payable to banks, 9.3% (weighted average), 
due in varying installments to 1980 (a) (b) .............04- $137,638 $154,166 
Notes payable to insurance company, 7.6%, 
due in varying installments from 1975 to 1988 ............. 52,000 55,000 
8% Guaranteed Sinking Fund Debentures 
GUS MarEh 1S 31987) (O)h 3001508 atieniefartacce: diesels tolerate atescie enters 20,000 20,000 
7%2% Guaranteed Notes due March 15, 1979 .....,........ 20,000 20,000 
5% % Subordinated Guaranteed Debentures, 
called for redemption on June 7, 1974..........0eee eee eee - 3,419 
Advances under gas purchase contracts — 
MOnInterestDOarING ei. sisce ais ©. ocx cctsleseiccesayevalayat crave lefeiersistaraiens 3,689 3,776 
Othernotes:and! contracts: sicsc:c:0:5:clewieroraars;ste pisos whiwie esas eer 729 1,967 
$234,056 $258,328 
HOSS — CULrENnt POMtlOnn) ciara. 7oi2 50 0:0 ae ara etasere aie-6:etafessva sysrsintetereiare 6,846 7,302 
$227,210 $251,026 


Secured by assets — 
Notes payable to banks, 12%, due through 


1973; SOCUTER DY: GSES ais jetsrazsisisietee cvsssieie/e! e/eisie satavetsis wlacezo $ 5,988 $ 15,941 
Gthernotesiand contracts: ss a.:0was tanec oe eres sears oe 3,287 4,732 
$ 9,275 $ 20,673 

E6SS'— CULTORE POON xs 5.2) si.0in:0:a50ine'»/aja:ecalnvelsivis)ajSieraieie 6: s)ars 2,797 2,187 
$ 6,478 $ 18,486 

$233,688 $269,512 


(a) Interest rates on certain notes change with the prime rate or its foreign money market 
equivalent and range from 0% to 1% above such rates. 

(b) Utah believes that competitive conditions require the maintenance of compensating bal- 
ances (not legally restricted) under certain loan agreements. Depending upon the interest 
rates of the credits, compensation realized by the banks from the performance of other serv- 
ices and the level of use of the credits, the compensating balances range between 10% and 
20% of the lines of credit. At the level of borrowing under these agreements as of October 
31, 1974 ($24.5 million), approximately $2.4 million of the cash balance shown in the con- 
solidated balance sheet represents compensating balances after adjusting for the differ- 
ences of “‘float’’ between Utah’s records and those of the banks. 

(c) Subject to redemption through a sinking fund to which payments must be made beginning 
in 1977. 

Installments due on long-term liabilities for the five years subsequent to October 31, 1974, are 

as follows (in thousands): 


MO FG a Facn cp cc peshlents Saves ave Grain, AMVC asmiereresnte @ wai Take WRMaIOe aid faPata.s clavetuie ©. Avarehe Sie iotawn a $ 9,643 
BUSA ccatare wr crctintoyeliyovae,W osc eeereve eteols:o ere eicilotate tera iavaUesale Pena lavave iy bios'rs.cyeiSinre auavernve/e-oracaieyd ore 30,723 
TORE Svea sons s eke Combing eC auas es Ie rN a Men TUR 6s cen Reawe eee we 30,679 
QING alone siacaieclaacdiale waleseca/a-ciasaieain 3: siacocie sie ine Tinie RUSE AK & Nieckain eA Re AHA. 29,543 
OTS i ocics gai svers a: wibtarese nt siatataca. o wiarsty enh aharathintel ierhatn aiayatthare Sferasera: dtayareie aaa querer 60 42,930 


Utah capitalizes financing costs of identifiable new borrowings associated with the develop- 
ment of new mining projects. If these costs had been charged directly to expense, the effect 
would have been to reduce net income by $2,084,000 in 1974 and $152,000 in 1973 after deduc- 
tion of the amortization of interest capitalized in prior years and the related offsetting income 
tax effect. 


7. Income Taxes 
The provision for income taxes consisted of: 


(In thousands) 1974 1973 
Federal — 
RG AT CONN ear cao atarans Sata VGie Ses LUCAS AT Sy ssth kh ia Casino) (OS Fa Cw -anbTuSee wR MA CREAN $ 1,518 $ 1,416 
PICTON oes ccasets scisoys w 3 simneine. oye iare @ atcye7e le waslewws,s wislauste ejainiaicin é 346 (4,112) 
Foreign — 
Curse ee wha c ee ees Fecsinis & sWSs/e.c eisietn’ esimiele a cisieyeis a 34,465 13,105 
Fear rear tcreetecee cs cee c eevee res ota tasP ocescncajajecaveinteleis ateieie.o7e"oral oceis/e\’ 33,747 21,032 
$70,076 $31,441 


Deferred income tax expense results from differences in the accounting period in which cer- 
tain revenues, costs and expenses are recognized under Utah’s financial and tax accounting 
methods. The sources of these differences for the year ended October 31, 1974 and the tax 
effect of each were as follows (in thousands): 


BANG CRVRIONINON COMER iio s cies aiid snes cree PAGO EROS Bae 6 ee $14,373 
Accelerated deductions of foreign 
mining equipment and facilities ........005cccecceccvcccccrsceeecseccveceens 20,871 
CORR Rete cre eee ori ae a parsers an crates acysanlne Hai SemIN ES SE (1,151) 
$34,093 


For the year ended October 31, 1974, the provision for income taxes amounted to $70,076,000 
(an effective tax rate of 41.96%). The tax is less than that computed by applying the 48% U.S. 
Federal income tax rate to income before income taxes principally because of U.S. intangible 
drilling costs and statutory depletion, the 85% domestic dividend deduction on earnings of 
affiliates, income earned in Australia being subject to a lower tax rate, and a Canadian tax 
holiday for mining income earned in Canada through December 31, 1973. 


8. Earnings Per Share 

Earnings per common and common equivalent share were computed based upon the 
weighted average number of shares of common stock and common stock equivalents out- 
standing during each year (31,434,755 for 1974 and 31,282,480 for 1973). The common stock 
equivalents are attributable to the assumed conversion of the 30¢ cumulative convertible pre- 
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ferred stock. The effect of dilutive options and warrants (see Note 11) was insignificant and 
therefore was not included in this computation. 

Earnings per common share assuming full dilution were not presented in the statement of 
consolidated income since the additional dilution was immaterial. 


9. Currency Exchange Adjustments 

Deferred currency exchange gains (loss at October 31, 1973, included under caption “Mining 
properties’), the related amortization of such items and other exchange gains or losses real- 
ized and included in income during 1974 are summarized as follows (in thousands): 


Deferred exchange losses at October 31,1973 ............ cece cece eee cece eeeee $(1,392) 
Exchange adjustments recorded during the year ...... 2.0... cece eee eee eens 7,714 
$ 6,322 
Less: Deferred exchange gains at October 31, 1974. .... 2... 2. cece cece e ee eee 6,383 
Amortization of exchange losses 
IMGCIUGSGIACUYTENEVE SI SIINCOMEO 7.5125 are ns: siels,o, elas cad sie side, wioisticke siete e cyatdlets $ (61) 
Other exchange losses included in current 
VAM SIGCOMNG ior oi cscedcie e aterece’m sjere oie peel aanlts vent wlave wraielernie. ovevoleie we ders/als. exalerayele satwreve (100) 
Total exchange losses 
Includediinicurrent year's INCOM. 6. cuic beers cares ert o arenas werenyos $ (161) 


Utah has no unperformed forward exchange contracts at October 31, 1974. 


10. Contingent Liabilities and Commitments 

Utah is in the process of developing or expanding certain mining projects. This program will 
require an investment of approximately $120 million in addition to the amount expended through 
October 31, 1974. 

Commitments have been obtained by Utah which permit additional borrowings of approxi- 
mately $44 million from lending institutions outside the United States and $6 million from 
lending institutions within the United States. In the opinion of management, proceeds from 
borrowings together with current working capital and cash generated internally are sufficient 
to fund mining projects now underway and to finance the other cash requirements of Utah's 
business. 

During 1972, the courts of Peru affirmed an earlier court decision to the effect that a Marcona 
subsidiary’s operations on a mining concession assigned from an instrumentality of the Gov- 
ernment of Peru did not qualify for depletion deductions in computing income taxable in Peru. 
Based upon this decision, additional taxes and penalties were assessed aggregating approxi- 
mately $17.9 million after crediting approximately $2 million for tax overpayments. The subsidi- 
ary arranged with the Peruvian Banco de la Nacion for payment of the additional assessment 
in monthly installments over a period of ten years. 

Peruvian counsel have advised Marcona that under the provisions of the concession assign- 
ment agreement the Peruvian Government instrumentality is obligated to indemnify the Mar- 
cona subsidiary against liability for the additional assessment. Based upon this advice Marcona 
considers that no loss will be sustained as a result of the additional assessment. Accordingly, 
the additional assessment has not been recorded in Marcona’s financial statements except to 
the extent that payments to the Banco de la Nacion are recorded as a claim receivable. 

During 1972 and early 1973, Marcona and the Government of Peru were engaged in negoti- 
ations which contemplated that an agency of the Government would purchase an interest in 
the Peruvian mining operations with such operations subsequently to be conducted as a 
Special Mining Enterprise managed by Marcona. It was anticipated that a portion of the con- 
sideration to be received from the sale of the interest would be applied to the settlement of the 
Banco de la Nacion debt. During 1973, these negotiations were deferred pending negotiation 
and approval of an expansion contract authorizing additional ore processing facilities. The 
Peruvian Government did not complete its review of the expansion contract by the established 
deadline and negotiations were at that time suspended. At October 31, 1974, discussions had 
been resumed with Government representatives and these are expected to lead to negotiation 
of arrangements for the expansion of ore processing facilities, possible sale of the operating 
assets in Peru to the Peruvian Government under an arrangement involving the continued 
management by Marcona, and the resolution of the tax assessment matter. 


Auditors’ Report 


11. Common Stock 

At October 31, 1974, 200,000 shares of common stock were reserved for future issuance to 

officers and key employees as restricted stock bonuses over an indefinite number of years. 
The companies acquired by Utah (see Note 1) had stock option plans in effect and one had 

warrants outstanding. Upon consummation of the mergers, the stock option plans terminated, 

and as of October 31, 1974, no warrants remained outstanding. 


12. Restrictions on Retained Earnings 

Utah's long-term agreements with lending institutions contain restrictive provisions on cer- 
tain payments unless Utah has adequate consolidated retained earnings (as defined). Such 
provisions include limitations on the payment of cash dividends and on the purchase or re- 
demption of outstanding capital stock. Retained earnings of $133,199,000 were free of such 
restrictions at October 31, 1974. 


To the Stockholders and Board of Directors of 
Utah International Inc.: 


We have examined the consolidated balance sheet of Utah International Inc. (a Delaware 
corporation) and subsidiaries as of October 31, 1974 and 1973, and the statements of consoli- 
dated income, stockholders’ equity and changes in financial position for each of the years then 
ended. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing pro- 
cedures as we considered necessary in the circumstances. We did not examine the financial 
statements of certain affiliated companies, the investments in which are recorded using the 
equity method of accounting (see Note 3 to the consolidated financial statements). These 
statements were examined by other public accountants whose reports thereon have been 
furnished to us and our opinion expressed herein, insofar as it relates to the amounts included 
for such affiliates, is based solely upon the reports of the other public accountants. 

In our opinion, based upon our examination and the reports of other public accountants, 
the accompanying consolidated financial statements present fairly the financial position of 
Utah International Inc. and subsidiaries as of October 31, 1974 and 1973, and the results of 
their operations and the changes in their financial position for each of the years then ended, 
in conformity with generally accepted accounting principles applied on a consistent basis 
during the periods. 


Arthur Andersen & Co. 


San Francisco, California, 
December 6, 1974. 
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Consolidated Five-Year Comparison’ 


Years ended October 31 


Income: 
Gross revenues from operations ........... 
Costs and expenses ...........00seeseees 
Gross profit from operations .......... 


Equity in earnings of affiliates ............. 
NATO V EST xe sisiore:in sacs says as ge tse aisseepata arasaverm daane 


OMG NOE nas citscs aareiwis: waqarars emresete.s woayasarw ataraes 


Gross profit and other income......... 


Expenses: 
General and administrative, etc. ........... 
ULC Adan. Peer rar Speer ey Piel CRTC OTR SE 


Income from continuing operations before income taxes......... 


Provision for income taxes................ 
Income from continuing operations.............. 
Discontinued operations: 


Income from, net of income taxes .......... 
Gain on disposition, net of income taxes. ... . 


NOtINCOMO ais « santa avanlsate siete meres renee 


Earnings per common share?,................45 
Earnings per common share assuming full dilution? 


Cash dividends on common stock: 


MORAN DANG i: s-sseis asergciere'srerere's aveaie-w tayore's Hes’ 


Pershare?............ Pee carte ee Wines oasere 


Common stock: 


Shares outstanding2...............0ee eee 
Number of stockholders3 ..............005 


MOAN ASSES: 55s. sfaperarw's savers ve apereig wl snravere slehaieta eater 


LONG=tOr Mm MaAbINSs 5 s's/sievaw cidverare aecnisle esa\elsers cel eis\e wi Winters Weveisinrs 


Stockholders’ equity: 


MOLAR is isos e's carocareraltvanaranpapo enna afeneras een 


Per common share2 


1974 


1973 


Utah International Inc. and Subsidiaries 


1972 


1971 


1970 


(In thousands except per share amounts and number of stockholders) 


$501,227 $332,359 $226,534 $118,391 $101,829 
320,722 234,304 159,588 81,019 69,039 
$180,505 $ 98,055 $ 66,946 $ 37,372 $ 32,790 
19,170 10,533 14,360 17,868 12,938 
7,941 7,233 4,894 2,803 5,892 
(8,522) (2,052) 10 1,769 2,131 
$199,094 $113,769 $ 86,210 $ 59,812 $ 53,751 
$ 9,413 $ 7,177 $ 5,969 $ 5,283 $ 4,668 
15,741 16,676 13,441 3,545 4,384 

$ 32,077 $ 26,892 $ 21,261 $ 9,769 $. 9,506 
$167,017 $ 86,877 $ 64,949 $ 50,043 $ 44,245 
70,076 31,441 20,923 13,731 13,806 

$ 96,941 $ 55,436 $ 44,026 $ 36,312 $ 30,439 
= - - 629 1,991 

= = _ 1,355 - 

$ 96,941 $ 55,436 $ 44,026 $ 38,296 $ 32,430 
$ 3.08 $.. 1.77 $ 1.41 $ 1.25 $. 1.13 
$ 3.07 $ 1.76 $ 1.40 $ 1.23 $ 1.05 
$ 21,474 $ 13,105 $ 12,635 $ 10,670 $ 8,736 
$  .710 $ .455 $  .440 $ 375 $  .325 
31,533 31,231 31,106 30,946 30,351 
31,300 6,600 6,300 6,500 6,100 
$908,670 $828,525 $700,724 $618,949 $436,780 
$233,688 $269,512 $247,097 $222,205 $111,249 
$448,256 $379,616 $333,510 $298,968 $259,573 
$ 14.22 $ 12.03 $10.59 $ 9.53 $ 8.41 


1 Appropriately restated to reflect the mergers consummated during 1974 and accounted for on a pooling of interests basis. 
2 Adjusted for the two-for-one stock split effected in the form of a stock dividend in 1973. 
3 Represents Utah International Inc, stockholders at respective year ends. Not adjusted for years prior to 1974 for stockholders of companies acquired by 


merger in 1974, 


36 


Directors and Officers 


\ 


Board of Directors: 


Edmund W. Littlefield 
Chairman 


Marriner S. Eccles 
Honorary Chairman 


Ernest C. Arbuckle 
Chairman of the Board, 
Wells Fargo & Company 


Fred J. Borch 
Retired Chairman of the Board, 
General Electric Company 


Alf E. Brandin 
Senior Vice President 


Val A, Browning 
Chairman of the Board, 
Browning 


Thomas D. Dee II 
Vice President, 


First Security Bank of Utah, N.A. 


George S. Eccles 

President 

and Chief Executive Officer, 
First Security Corporation 


William R. Hewlett 
President 

and Chief Executive Officer, 
Hewlett-Packard Company 


William R. Kimball 
President, 
Kimball & Company 


J. Bertram Ladd 
President, 
Ladd Petroleum Corporation 


Arjay Miller 


Dean, Graduate School of Business, 


Stanford University 


Paul L. Wattis, Jr. 
President, 
Wattis Construction Co., Inc. 


Alexander M. Wilson 
President 


Executive Committee: 


Marriner S. Eccles 
Chairman 


Alf E. Brandin 
Edmund W. Littlefield 


Alexander M, Wilson 


Officers: 


Edmund W. Littlefield 
Chairman of the Board 
and Chief Executive Officer 


Alexander M, Wilson 
President 


Alf E. Brandin 
Senior Vice President 


Edwin C. DeMoss 
Senior Vice President 


Keith G. Wallace 
Senior Vice President 


Joseph K. Allen 
Vice President 


John S. Anderson 
Vice President 


Weston Bourret 
Vice President 


James T. Curry 
Vice President and Treasurer 


W. Drew Leonard 
Vice President 


Ralph J. Long 
Vice President 


Charles K. McArthur 
Vice President 


Boyd C. Paulson 
Vice President 


Hollis G. Peacock 
Vice President 


M. lan Ritchie 
Vice President 


Charles T. Travers 
Vice President 


Bruce T. Mitchell 
Secretary 


Transfer Agents: 


Bankers Trust Company, 
New York, New York 


Crocker National Bank, 
San Francisco, California 


First Security Bank of Utah, N.A., 
Salt Lake City, Utah 


Head Office: 


550 California Street, 
San Francisco, California 94104 


